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June30,2004

MarleneH. Dortch, Secretary
FederalCommunicationsCommission
ThePortals
~ l2~Street,S.W., TW-B204
Washington,D.C. 20554

Re: Notice of Ex Parte Communication
In theMatterofImplementationof thePayphoneReclassificationand
CompensationandProvisionsoftheTelecommunicationsAct of 1996
CC DocketNo. 96-128

DearMs. Dortch:

AT&T Corp. (“AT&T”) herebysubmitsthiswrittenExParte in responseto

APCC’s ExParte, datedJune15, 2004,filed in theabovecaptionedproceeding.’

APCC’s objectionsto AT&T’s proposalaregroundlessbecausetheyare
basedon theold regimewherebyinterexchangecarriers(“IXCs”) werethe
guarantorsofswitched-basedresellers’(“SBRs”) payphoneliability to payphone
serviceproviders(“PSPs”).2 Underits newrules,theCommissionshiftedthis

1 In theMatter ofImplementationofthePayTelephoneReclassificationand
CompensationProvisionsoftheTelecommunicationsActof1996, CC DocketNo.
96-128,Reportand Order,FCC03-235,releasedOctober3, 2003 (“Report and
Order”). A summaryoftheReportandOrder waspublishedin theFederalRegister
onNovember6,2003. See68 Fed.Reg. 62751. TheCommission’snewrules
becomeeffectiveJuly 1, 2004. SeeFCCPublicNotice,DA 04-1309,rel, May 11,
2004.

2 In theMatter ofImplementationofthePayTelephoneReclassificationand

CompensationProvisionsoftheTelecommunicationsActof1996, CC DocketNo.
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responsibilityfrom theIXC to theSBRbecausethe SBRhastheability to track
payphonecallsthatcompleteon its platform/switch.As theCommissionfound,
“only SBRspossessall oftherelevantcall completiondata. “3 Thus,the
Commission’snewrulesclearlyestablishthattheobligationfor payingthePSPs
falls squarelyon thecarrierthatcompletesthecall.

OnMay 27, 2004,AT&T filed anEx Partedescribingaprocessby which it
will paypayphonecompensationfor all deliveredpayphonecalls(completedandnot
completed)onbehalfofcertainof its SBRcustomers.AT&T referredto this
proposalas“Option2.” AT&T developedOption 2 in responseto theCommission’s
requirementsin paragraph48 oftheReportandOrder, which readsin relevantpart:

“We furtherconcludethat SBRsandPSPsmaynegotiateother
mechanismsfor paymentotherthanthoseset forth in our
rules. Specifically,we find thatthe SBRmayenterinto any
othercompensationarrangementvoluntarily agreedto by the
relevantparties.. . Accordingly,wepermit SBRsto relyupon
any currentor futurecontractualarrangementstheymay have
with interexchangecarriersorPSPsprovidedthatthePSP
concurs.” (Emphasisadded.)4

First, AT&T is perplexedwhy APCCis opposedto thisproposalsincethe
PSPsarebeing~ compensatedfor theuseoftheirpayphones.In its proposal,
AT&T hasagreedto paycompensationto thePSPs,onbehalfof its SBRcustomers,
on 100%of all callsdeliveredto its platform/switch,notjust completedcalls.This is
aservicebeingofferedto AT&T’s SBRcustomersasan accommodation.Contrary
to APCC’s assertions,thisarrangementdoesnotshift theobligationto payPSPs
awayfrom theSBRto theIXC. Although thisalternativepaymentmechanism
relievestheSBRof anyobligationto comply with theauditrequirementsor to build
trackingsystems,ascontemplatedby theCommission’srules, it doesnotrelieve
theseSBRs,astheprimaryeconomicbeneficiary,from liability to compensatethe
PSPs.AT&T’s proposalmerelyprovidesavehiclefor paymentbythe SBRto the

96-128,SecondOrderonReconsideration,16 FCCRcd8098(2002) (“Second
Order on Reconsideration”).

~ Reportand Order at20.

‘ AT&T haspendingaPetitionfor ClarUlcation or, in theAlternative,
Reconsideration,filed December8, 2003, in which it requestedthatthe Commission
clarify that therequirementin Paragraph48 doesnot requiretheconcurrenceofthe
PSPwhenthecontractualarrangementbetweenanIXC anda SBRprovidesfor
compensationto thePSPon 100%of all routeddeliveredcallsoriginatedfrom its
payphonesor alternativelyeliminatethis requirementwhensuchSBR-IXC
arrangementis involved.
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PSPsfor thoseSBRsthat feel thattheadditionalcostofpayingon 100%of all
deliveredcallsto thePSPsis preferablefor economicreasons.

Second,AT&T’s proposalclearlystatesthat AT&T agreesto paythePSPs
until suchtime astheNationalPayphoneClearinghouse(“NPC”) receivesnotice
from AT&T thattheSBRwill no longertakeadvantageof its Option2 offer. As
previouslydiscussed,notwithstandingthefactthatAT&T is nota guarantorofthe
paymentobligationsoftheSBR,AT&T hasagreedto makepaymentson behalfof
theSBR— throughthenoticedate— whetherornotAT&T is paidby theSBR. In
addition, theNPChasagreedto sendPSPsabroadcaste-mail,via theNPC
notificationsystem,thatwill notify thePSPsthatnewinformationhasappearedon
theNPCwebpage,which in turnwill alertthePSPsofanychangesto AT&T’s
paymentprocessmadeonbehalfof its SBRs.

Third, APCC’s positionon “takebacks.”is misplacedbecauseit is a function
oftheold regime. SinceAT&T hasagreedto pay on 100%ofall delivered
payphonecompensationcallsto theSBR’s platform/switch,AT&T doesnotexpect
thereto be any takebacksassociatedwith completionissuesfor SBRsthatchoose
Option2. Moreover,contraryto APCC’sassertions,nowherein AT&T’s proposal
doesit statethatAT&T will withhold paymentsto thePSPsuntil AT&T is paidby
the SBRs. Rather,AT&T intendsto paythePSPs,in atimely manner(generallyon
aquarterlybasisthroughtheNPC). As statedabove,until theNPCreceivesnotice
from AT&T ofachangein theSBR’ spaymentarrangement,AT&T will continueto
pay on all callsthroughthedateof thechangein status.

Fourth,AT&T disagreeswith APCC’s assertionthatAT&T is not giving the
PSPssufficientnoticeof a changein status. BecausethePSPsarepaid in arrearson
aquarterlybasis(e.g., the quarterlycompensationfor theJuly 1, 2004to September
30, 2004perioddoesnot occuruntil January2005),thePSPsmaygetasmuchas3
to 6 monthsnotificationdependingon theexactdaythattheNPCreceivesnotice
from AT&T ofanSBRchangefrom Option2 to Option 1 (SBRpayspayphone
compensationdirectlyto thePSPs).This is morethanadequatenoticefor thePSPto
expectpaymentfrom the SBRdirectlyor negotiatesomeotherpaymentarrangement
throughtheAPCC. Further,whena SBRchangesfrom Option 2 to Option 1, the
SBRwill mostlikely havebegunor completedtheauditprocessandbegunor
completedtestingof its systems,which areintendedto providethenecessary
assurancesto thePSPsthat theSBR’s call trackingsystemsareaccuratelytracking
its payphonecallsto completion. Additionally, APCC’s suggestionthat every
changein statusshouldbeeffectiveon apayphonecompensationquartergoeswell
beyondthe newrules. Forexample,if the Commissionwereto requireAT&T to
inform thePSPsof changesto its paymentarrangements“no later than 30 days
prior to thebeginningofthefirst quarter, “asrecommendedby APCC,thiswould
haveseverebusinessconsequencesfor anynewSBRthatwishesto startbusiness
becauseit would only be ableto do so atthebeginningofaquarter.
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Finally, thePSPsareadequatelyprotectedbecausethenewrulesprovide
sufficient reportingrequirementsfor both theIntermediateandCompletingCarriers
(which includesthe SBRs)to protectthePSPs. TheCommission’senforcement
authority is sufficientto protectthePSPsfrom aSBR’s non-compliancewith the
Commission’srules.

Therefore,for all oftheforegoingreasons,AT&T submitsthat its proposalto
paycompensationto PSPson behalfof its SBRcustomerssatisfiesall conditions,
includingadequatenotice, necessaryto ensurethatPSPswill be fairly compensated.

Respectfullysubmitted,
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MarthaLewisMarcus
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